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V 
SUBJECT: DEPARTMENT OF HEALTH SERVICES' (DHS) 

FISCAL OUTLOOK - UPDATE ON PENDING REVENUE 
OPTIONS [AGENDA ITEM #S-I, JULY 27,20101 

This is to provide you with an update of changes in our fiscal outlook since 
our last Budget Committee of the Whole report to your Board on May 18, 
2010. Because we are in the process of closing the books for FY 2009-1 0 
and opening the books for FY 2010-1 1, the financial numbers are still 
under review and we are not, therefore, providing an updated Summary of 
Changes in the DHS Fiscal Outlook [usually Attachment I]. Instead, this 
memo will report on the updated status of key revenue sources critical for 
closing the projected deficits for FYs 09-1 0 and 10-1 1. 

Extension of Enhanced FMAP 

Tel: (213) 240-8101 The U.S. Senate failed to obtain enough votes for a jobless benefits bill 
Fax: (213) 481-0503 that included a provision to extend the enhanced FMAP Medicaid 

matching rate for six months to June 30, 201 I. Our Washington lobbyists 
www-dhs.lacounb-aOv have advised that they believe another attempt will be made to introduce 

the enhanced FMAP either in a stand-alone bill or it could be included in 
some other legislation before the Congressional recess in August. 

To improve health However, it is also possible that FMAP legislation will not be addressed 
until after the November elections, if at all. If FMAP extension legislation 

leadership' is not passed, it is very unlikely that the hospital fee will be extended for 
service and education, that period. The value to DHS of an enhanced FMAP six-month extension 

at the current enhanced rate is $33.8 million in FY 10-1 1. 

Hospital Provider Fee 

Approval of the Hospital Provider Fee by the Centers for Medicare and 
Medicaid Services' (CMS) remains pending. The State submitted a 
revised proposed fee and distribution model to CMS last week. The 
revised model incorporated required changes in the managed care portion 
of the fee, along with other reductions. It is our understanding that this will 
reduce the annual revenue to DHS from $137 million to $1 15 million. If 
the fee proposal is approved, it is expected to be retroactive to April 2009 
and thus worth $144 million in FY 09-1 0 and $57.5 million in FY 10-1 1. If 
the six month enhanced FMAP extension is approved at the current 
enhanced rate and the hospital fee is approved by CMS, it is projected 




